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Information  Services  Industry  Structure — 1989 
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•Broken  out  by  Workstation/PC,  Minicomputer,  and  Mainframe  segments 
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Customer  Service:  Segmentation 

Traditional  core:     Hardware  Maintenance 
Ancillary  service  (to  traditional  core) 
Related  services 
Other  information  services 


Hardware  Maintenance 
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U.S.  Customer  Service  Market  by  Product  Type,  1988-1994 


Product  Type 

User  Expenditures  ($  Millions) 

CAGR 

1988 

1989 

1990 

1991 

1992 

1993 

1994 

(Percent) 

Large  Systems 
Midrange  Systems 
PCs/Workstations 
Ancillary  Sen/ices 

2,881 
6,686 
1,819 
740 

3,025 
7,221 
1,983 
851 

3,176 
7,798 
2,161 
979 

3,335 
8.422 
2,356 
1.125 

3,502 
9,096 
2,568 
1,294 

3,677 
9,824 
2,799 
1,488 

0,0D  1 

10,610 
3,051 
1,712 

5 
8 
9 
15 

Total 

12,126 

13.080 

14,114 

15,238 

16,460 

17,788 

19,234 
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Top  Ten  MIdrange  System  Service  Vendors 
1988  Market  Share 


Rank 

1  Idl  if\ 

Oomoanv 

1988 
Revenues 
Millions^ 

Market 
Share 
/Percent^ 

1 

l-*V  ^ 

DEC 

1 ,944 

2 

IBM 

1,154 

17 

3 

/  uy 

i  -1 
1  1 

4 

HP 

610 

9 

5 

Wang 

245 

4 

6 

Data  General 

190 

3 

7 

Tandem 

1  CO 

1  by 

Q 

o 

8 

AT&T 

150 

2 

9 

Gould 

120 

2 

10 

Bull 

119 

2 

Total — Top  Ten 

5,410 

81 

Other  Hardware  Vendors 

349 

5 

Subtotal 

5,759 

86 

TPMs 

927 

14 

Total 

6,686 

100 

Note:  Percentages  may  not  total  due  to  rounding. 
Source:  Company  reports  and  INPUT  estimates 
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Top  Ten  PC/Workstation  Service 
Vendors— 1988  Market  Share 


Rank 

Company 

1988 
Revenues 
($  Millions) 

Market 
Share 
fPercpnt^ 

1 

1 

IRM 

237. 

16 

2 

»^uiiipuitirianu 

216 

12 

3 

1  cii  luy 

1  oO 

10 

newiGiT-r  acKarci 

175 

10 

5 

Sun 

110 

6 

6 

Apolio 

105 

6 

7 

Prime 

104 

6 

8 

TRW 

78 

4 

9 

Businessland 

65 

4 

10 

Harris 

55 

3 

Subtotal 

1,385 

77 

Other  Vendors 

434 

24 

Total 

1,819 

100 

Note:  Percentages  may  not  total  due  to  rounding. 
Source:  Company  reports  and  INPUT  estimates 


Top  Ten  TPMs 


Rank 

Company 

1988 

Rpx/pniipc: 

($  Millions) 

Market 

Sharfi 

(Percent) 

1 

Sorbus 

175 

9 

2 

TRW 

135 

7 

3 

Decision  Data  Service 

125 

7 

\j 

5 

Intelogic  Trace 

117 

6 

KJ 

Q7 

c: 

7 

DataServ 

80 

4 

8 

IDEA  Sen/com 

70 

4 

9 

McDonnell  Douglas 

69 

4 

10 

NCR  (TPM) 

45 

2 

Subtotal 

1.033 

54 

Other 

879 

46 

Total 

1,912 

100 

U.S.  TPM  Market  by  Product  Type,  1989-1994 


CAGR 
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Factors  Increasing  or  Decreasing  Customer 
Service  Revenue  Growth  Are  Closely  Linked 


Factors  Increasing 
Customer  Service  Revenues 

IBM  price  umbrella  beginning  to 
reopen 

Need  for  vendors  to  increase 
general  profitability 

Growing  installed  base 
General  inflation 

Increasing  customer  need  for 
systems  availability 

New  service  offerings 


Factors  Decreasing 
Customer  Service  Revenues 

Increased  vendor  competition 
generally,  especially  from  TPMs 

Cost  of  ownership 

Retirement  of  maintenance- 
intensive  systems 

Increasing  customer  resistance  to 
price  increases 

Increased  designed-in  availability 

Potential  for  nontraditional  services 
to  be  reassigned  outside  of  the 
customer  service  organization 
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Hardware  Maintenance:  Conclusions 

Traditional  business:     Run  to  stay  in  place 
Manufacturers  aggressive 
Search  for  additional  services 


Professional  Services/Systems  Integration 


Professional 


Services  Market  Segments,  1988 


CAGR:  13%  ^Q%  14%  12% 

(1989-1994) 


Professional  Services  Market  Structure 
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Education  & 
Training* 


■  Installation 
Planning 

•  Network  Planning 
and  Design 

-  Information 
Systems  Audit 

I.S.  Planning 

Security  Audit 

System  Evaluation 

Personnel  Planning 

Systems  Analysis 

Policies  and 
Procedures 
Development 
(Other  than 
Related  to  Software 
Development) 

-  Other 

Project  Management 


Computer 
Operations 
Training 

Management 
Training 

Analyst/ 
Programmer 
Training 

Systems  Use 
Training 

Video 
Instruction 
(Related  to 
Computer 
Topics) 

^  Other 


System 
Operations** 


Facilities 
Management 
Using  Customer- 
Owned  Hardware 


'Related  to  computer  systems,  topics,  or  issues 

"Formerly  identified  as  "Professional  Services  Facilities  Management" 
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Professional  Services  User  Expenditures  by  Industry 

1989-1994 


Industry  Sector 

User  Expenditures 
($  Millions) 

1 989-1 99'f 

CAGR 
(Percent) 

i  QQQ 

1  aoy 

1994 

Discrete  Manufacturing 

3,775 

7,790 

16 

Process  Manufacturing 

1 ,820 

3,985 

17 

Transportation 

195 

o  r~  r~ 

355 

13 

Utilities 

450 

830 

13 

Telecommunications 

810 

1  ,/00 

16 

Wholesale  Distribution 

o  o  c 

325 

600 

13 

Retail  Distribution 

21 5 

435 

15 

Banking  and  Finance 

2,275 

5,200 

18 

Insurance 

1,380 

2,655 

14 

Medical 

345 

555 

10 

Education 

70 

140 

15 

Services 

135 

240 

12 

Federal  Government 

3.260 

4,790 

8 

State  and  Local  Governme  it 

2,185 

4,205 

14 

Other  Industry-Specific 

320 

565 

12 

Total 

17,560 

34,050 

14 

Note:  numbers  rounded  to  nearest  $5  million. 


Professional  Services  User  Expenditures  by 
Functional  Area,  1988 


Functional  Area 

User 
Expenditures 
($  Millions) 

Pprppnt  nf 

Total 
Market 

Manufartiirinn/Ri  icrinpcc 
Operations 

4,^  1  O 

28 

Accounting/Administration/ 
Office  Systems 

3,455 

23 

Data  Processing/ 
Telecommunications 

2  400 

I  D 

Logistics/Distribution 

1,950 

13 

Research  and  Development 

1,350 

9 

Sales  and  Marketing 

1,050 

7 

Human  Resources 

150 

1 

Other 

450 

3 

Total 

15,020 

100 
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U.S.  Professional  Services  Expenditures 
by  Organization  Size,  1988 


Vertical  Sector 

User  Expenditures  ($  Millions) 

Small 

Medium 

Tntal 
1  Uldl 

Discrete  Manufacturing 

/  <J\J 

1  ,900 

T  1  on 

Process  Manufacturinq 

1  ,^c>U 

Transportation 

HO 

Qn 

1  /U 

Utilities 

DO 

1 

1  'to 

4  1  u 

Telecommunications 

*** 

ouo 

Wholesale  Distribution 

fin 

1 1  n 

1 1  r> 

1  1  u 

^ou 

Retail  Distribution 

1  R 
1  O 

oo 

1  '^O 
1  oU 

1  OU 

Banking  and  Finance 

285 

1 ,050 

575 

1  910 

Insurance 

240 

420 

540 

1,200 

Medical 

35 

100 

165 

300 

Education 

5 

20 

^  '— 

60 

Services** 

10 

20 

90 

120 

Federal  Government 

440 

1,020 

1.450 

2,910 

State  and  Local  Government 

150 

300 

1,450 

1,900 

Other  Industry-Specific* 

60 

85 

145 

290 

Total 

2,345 

4,630 

8,045 

15,020 

*  Agriculture,  automobile  services,  construction,  hotels/motels,  nonprofit  organizations, 
recreation/leisure 

Accounting,  legal,  architects/engineers,  business  services,  repair  services  (except 
automobile) 

"*  INPUT  divides  telecommunications  into  large  (10  RBOCs:  MCI.  Sprint.  AT&T)  and 
small  (1.880  local  telco  carriers) 
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Systems  Integration  Market 
1989-1994  Component  Groups 
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Typical  SI  Contract  Yearly  Expenditures 

Percent  1 

Year  2 

Year  3 

Year  4 

vvuiii^uiyr  equipment 

100 

Communications 
equipment 

100 

oysiems  software 
packages 

100 

- 

- 

Applications  software 
packages 

- 

100 

- 

Consulting 

60 

20 

20 

rroject  management 
fees 

40 

20 

or*  1 

Design/integration 

45 

35 

20 

Software  development 

50 

50 

Education/training 
and  documentation 

33 

67 

Maintenance  and 
systems  operation 

33 

67 

Other 

100 

Forecast  by  Industry  Sector 


Sector 

$  Billions 

CAGR 
(Percent) 

1989 

1994 

Discrete  Manufacturing 

.78 

3.5 

35 

State  and  Local 

.47 

1.4 

24 

Government 

Banking  and  Finance 

.32 

1.3 

33 

Retail  Distribution 

.19 

.94 

38 

Network-Targetted  Services 


Commercial  Network  Integration  Expenditures 

1990-1995 


0  Network  Integration  as 
Part  of  Systems  Integration 

□  Networt<  Integration 

Note:  Numbers  may  not  add  due  to  rounding 


Local  Area  Network  Service 

1980  Sources 
In-House  (organized)  12% 
Vendor  contact  10% 
No  formal  arrangements  78% 


Total  100% 

Market  size 

1990:     $420  million 

1995:     $960  million     (18%  annual  growth) 


Competitive  Profiles 


•"'i' 


Predictive  Support 

Hardware  devices  currently 
Leaders:     IBM,  Hitachi 
Closing  rapidly:     DEC,  HP 
Components : 

-    Self-diagnosis  before  failure  (expert  systems) 
Automatic  notification 

Automatic  fixes   (implementation  varies) 

Close  tie  to  one-stop  support 

Software  notification  on  horizon 

IBM:     Recent  precursor  announcement 
(Fast  Service) 

DEC:     Under  Development 


^3 


HP 


Service  Oriented 

WAN  Support/Management:  1987 

LAN  Support/Management:     August  1990 
Multi-vendor,  global 
Monitoring  and  problem  resolution 
Performance  report 
Recommended  changes 

LAN  Consulting 

Planning/design 

Implementation 
-  Training 

LAN  Operations:  Possible 


DEC 

Service  critical  to  long-term  success:  Losing 
Top  executives  from  customer  services 
Customer  Services:  Service 
Electronic  support 

-  Single  point  of  contact 
30+  VEERS  supported 

Enterprise  Information  Systems:     Service  Leverage 

-  Professional  services/systems  integration 

-  CASE 


IBM 

Services  as  business 

Systems  Integration  Division:  1987 

-  All-sized  projects 

-  Build  on  Federal  Systems  Success 
SID  problems 

High  overheads 
Non-transferrable  skills 

-  Communications 

Late  1989:     NSD  absorbs  CID  Commercial  functions 

Combine  Customer  Service,  Professional  Services, 
Network  Services  Sales  Forces 

Regional  focus 

Lower  profile,  more  partnering 


Software  Service 
o        Largely  captive  market 
o        "Software  Maintenance" 
o        -  Insurance  policy 

-  Overpriced  and  underpriced 

-  Modifications  vs  new  releases 

o        Perpetual  vs  annual  licences 
o        Innovative  software  support  futures 
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Changing  Information  Systems  Markets 
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IS  Market  Structure— 1980s 
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Solution-based  Services 
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